SENATE RECORD VOTE ANALYSIS
104th Congress July 23, 1996, 12:19 pm
2nd Session Vote No. 221 Page S-July 23, 1996, 12:19 pm Temp. Record

WELFARE REFORM RECONCILIATION/Refundable Adoption Tax Credit

SUBJECT: Personal Responsibility and Work Opportunity Act of 1996 . . . S. 1956. Shelby motion to waive the Budget
Act for the consideration of the Shelby amendment No. 4939.

ACTION: MOTION AGREED TO, 78-21

SYNOPSIS: As reported, S. 1956, the Personal Responsibility and Work Opportunity Act of 1996, will enact major welfa

reforms. The Aid to Families with Dependent Children (AFDC) program will be replaced with a new Temporar
Assistance for Needy Families (TANF) block grant to the States. The TANF block grant will be capped through 2001. Time lin
will be placed on individuals receiving TANF benefits. Overall, the growth in non-Medicaid welfare spending will be slo®&ed to £
percent annually. The bill originally included major Medicaid reforms, but most of those provisions were stricken whemase bill
reported. Without those Medicaid reforms, welfare spending will still be reduced by $61.4 billion over 6 years.

The Shelby amendmentwould create a refundable tax credit to cover up to $5,000 of the costs of adopting a child. (
"refundable” credit gives a taxpayer the full value of a credit even if it exceeds that taxpayers' liability. For exampihés arestét,
if an individual had $14,000 in adoption expenses, and had a tax liability of $3,000, the tax liability would be totaliyeelisuin
no taxes would be paid, plus the Federal Government would give the individual $2,000). The amendment would also amend tl
code so that any funds spent by an employer to pay for an employee's adoption expenses would not be counted as part
employee's income. Finally, the amendment would allow tax-free withdrawals from investment retirement accounts (IRAs) to
for adoption expenses. The amendment would cost $1.515 billion over 6 years.

Following debate, Senator Roth raised the point of order that the amendment was not germane and that it would reduce rev
and thus violated the Budget Act. Senator Shelby then moved to waive the Budget Act. Generally, those favoring the niaion to \
favored the amendment; those opposing the motion to waive opposed the amendment.

NOTE: A three-fifths majority (60) vote is required to waive the Budget Act. Following the vote, the amendment was adop
by voice vote.

(See other side)
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Those favoringthe motion to waive contended:

According to the National Council for Adoption, the cost of adopting a child ranges from $13,000 to $36,000. Hundreds of
thousands of children are waiting to be adopted, but many families that want to adopt them cannot because of the pribg. The She
amendment would help. It would provide a $5,000 refundable tax credit, it would allow employers to pick up the costs fremploy
adoptions without counting those costs as part of the employees' income, and it would allow penalty-free withdrawals from IRAs
for adoptions.

No one disputes the value or necessity for providing Federal adoption assistance. In the United States, the number of out-of-
wedlock births is rising astronomically. By early in the next century more than half of all children will be born into aithomne w
a father. Just a few decades ago out-of-wedlock births were uncommon, but they are quickly becoming the norm. This trend has
brought with it devastating consequences. Children raised in homes without fathers are much more likely to be on pabég assista
to fail in school, to abuse drugs, to commit felonies, to be abused, to be abandoned, and to themselves have childdéoocsut of we
We expect the number of neglected, abused, and abandoned children to rise; we will have many more than the current 500,000
children in foster care. Without the Shelby amendment, those children will wind up shuttling their whole young lives tateugh St
agencies, courts, and foster homes. Common sense tells us, and study after study confirms, that children who are aodlepted by sta
2-parent families are better off than children raised in this manner. The Shelby amendment, by making it much easi@sfor famili
to adopt children, will save many of these children.

Though all Senators agree with the intent of the Shelby amendment, some Senators still have reasons for opposing it. First, the
objection has been raised that the tax credit would be refundable. Our colleagues fear that this would lead to fraud.dt¥eron th
hand, focus on the fact that making it refundable would increase the number of good and decent families that could gftord to ad
The next objection that has been raised is that the amendment does not belong on a welfare reform bill. We disagreilityhe availa
of welfare has greatly increased out-of-wedlock births and the number of children who need to be adopted. The issuds are relate
and it is therefore appropriate to consider them on the same bill. The final objection is that no offsets have beeneatiéed.
willing to consider any proposed offsets. However, we also note that providing a $5,000 benefit now to have a child mought up
a stable home environment would likely result in that child becoming a productive member of society. Without that bect@fi, that
would likely end up on welfare, committing crimes, or otherwise costing the Government many times more than $5,000.

The Senate passed this identical language last year by an overwhelming vote. Clearly Senators understand its meritmVe urge the
to give it that same support again this year.

Those opposinghe motion to waive contended:

We emphatically endorse the purpose of the Shelby amendment. However, we must oppose it for four basic reasons. First, it does
not belong on a welfare reform bill. It is true that many children who need to be adopted come from disadvantaged backgrounds;
it is also true that many do not. Once a child is out of the family on welfare and in the foster care system, the issyéooticari
child is no longer a welfare issue, it is a foster care, and adoption, issue. Senators, of course, are aware that thiemsrthat of
the Senate has time to consider in a Congress is fairly limited, so they may well believe that whether this amendmenttbislongs o
bill or not, it may be the only chance this Congress of passing an adoption tax credit. In this case they are wrong. &he Financ
Committee has unanimously reported an adoption tax credit bill, and the Majority Leader has promised that it will be ¢bissidered
session. Our second objection is that the tax credit is refundable. We are extremely uneasy with passing a new "refditdable"” cre
because of the fraud that has occurred with similar credits in the past, most notably the Earned Income Credit. Outheaiéeagues
said that they think that it should be refundable in order to help low-income families adopt. We think that they shoutd las help
well, but we prefer the approach taken in the Finance Committee Bill, which will allow any unused portion of a creditiezlbe car
forward for up to 5 years. Our third objection is that the Shelby amendment does not have any offsets. If we agreeetgdtnge ar
to have to come up with an extra $1.515 billion in savings by cutting other funding in this bill. The Finance Commiteegabill is
preferable because it has offsets. Our final objection is that the Shelby amendment would not provide a more generadspgtedit to
special-needs children. Children with handicaps or behavioral problems are much more difficult to place, because ittlymore cos
in both financial and emotional terms, to care for them. The Finance Committee bill provides a larger credit for childpeciaith
needs; the Shelby amendment does not. We understand our colleagues' support for the Shelby amendment, but we urge them to have
some patience. The Finance Committee's bill offers a better alternative, and that alternative will soon be before tem&enate. S
should reject the Shelby amendment in favor of the Finance Committee bill.



